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A l l  r i g h t s  r e s e r v e d .  N o  p a r t  o f  t h i s  p u b l i c a t i o n  m a y  b e  
r e p r o d u c e d ,  t r a n s m i t t e d ,  t r a n s c r i b e d ,  s t o r e d  i n  a  r e t r i e v a l  
s y s t e m  o r  t r a n s l a t e d  i n t o  a n y  l a n g u a g e  o r  c o m p u t e r  l a n g u a g e ,  
i n  a n y  f o r m  o r  b y  a n y  n 1 e a n s ,  e l e c t r o n i c ,  m e c h a n i c a l ,  m a g n e t i c ,  
c h e m i c a l ,  t h e r m a l ,  m a n u a l  o r  o t h e r w i s e ,  w i t h o u t  p r i o r  c o n s e n t  
i n  w r i t i n g  o f  t h e  c o p y r i g h t  o w n e r .  
A p p l i c a t i o n s  f o r  t h e  c o p y r i g h t  o w n e r ' s  p e r m i s s i o n  t o  r e p r o d u c e  
a n y  p a r t  o f  t h i s  p u b l i c a t i o n  s h o u l d  b e  a d d r e s s e d  t o  t h e  
p u b l i s h e r .  
-
T h i s  b o o k  i s  s o l d  s u b j e c t  t o  t h e  - c o n d i t i o n  t h a t  i t  s h a l l  n o t  b y  
w a y  o f  t r a d e ,  o r  o t h e r w i s e ,  b e  l e n t ,  r e - s o l d ,  h i r e d  o u t ,  o r  
o t h e r w i s e  c i r c u l a t e d  w i t h o u t  - t h e  p u b l i s h e r ' s  p r i o r  c o n s e n t  i n  
w r i t i n g ,  i n  a n y  f o r m  o f  b i n d i n g  o r  c o v e r  o t h e r  t h a n  i n  w h i c h  i t  ~s 
p u b l i s h e d  a n d  w i t h o u t  a  s i m i l a r  c o n d i t i o n ,  i n c l u d i n g  t h i s  
c o n d i t i o n ,  b e i n g  i m p o s e d  o n  t h e  s u b s e q u e n t  p u r c h a s e r .  
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P R E F A C E  
T h e  t e a c h i n g  o f  A c c o u n t i n g  l i k e  t h o  d i s c i p l i n e  o f  a c c o u n t i n g  i t s e l f ,  i s  a n  
P v e r - e v o l v i n g  a r t .  T h e  p r o b l e m s  a n d  o p p o r t u n i t i e s  e n c o u n t e r e d  b y  t h e  
·  c c o u n t a n t s  o f  m o d e r n  o r g a n i z a t i o n s  d e m a n d  a  t h o r o u g h  u n d e r s t a n d i n g  
o f '  b o t h  e x t e r n a l  a n d  m t e r n a l r e p o r t i n g  a n d  t h e  n e e d s  o f  d e c i s i o n  m a k e r s ,  
n o t  m e r e l y  a  f a n 11 h a r i t y  w i t h  m e c h a n i c a l  p r o c e d u r e s  f o r  r e c o r d i n g  
t r a n s a c t i o n s .  
T h i s  b o o k  a n d  J \ 1 a n a g e r i a l  A c c o u n t i n g :  A n  I n t r o d u c t i o n ,  w h i c h  f o l l o w s  i t ,  
m a k e  u p  a  t w o  - v o l u m e  s e q u e n c e  t h a t  c o n s i d e r s  t h e  f u n d a m e n t a l  
p r i n c i p l e s  o f  f i n a n c i a l  a n d  m a n a g e r i a l  a c c o u n t i n g .  W e  b e l i e v e  t h a t  
P r i n c i p l e  o f  A c c o u n t i n g  r e p r e s e n t s  a n  i m p o r t a n t  b o d y  o f  k n o w l e d g e  t h a t  
w o u l d  p r e c e d e  t h e  s t u d y  o f  m a n a g e r i a l  a c c o u n t i n g ,  a n d  t h e  t w o  b o o k s  
h a v e  b e e n  a r r a n g e d  o n  t h e  a s s u m p t i o n  t h a t  t h i s  s e q u e n c e  w i l l  b e  
f o l l o w e d .  T h i s  d o c s  n o t  m e a n  t h a t  w e  h a v e  n e g l e c t e d  m a n a g · e r i a l  
c o n s i d e r a t i o n  i n  t h e  f i n a n c i a l  a c c o u n t i n g  v o l u m e .  W h e r e  r e l e v a n t  w e  
h a v e  c o n s i d e r e d  t h e  i n f o r m a t i o n  n e e d s  o f  t h e  m a n a g e r ,  b u t  t h e  m a j o r  
e m p h a s i s  i n  t h i s  v o l u m e  i s  o n  t h e  f u n d a m e n t a l  u n d e r s t a n d i n g  o f  D r .  
( D e b i t )  a n d  C R .  ( C r e d i t )  f o r  t h e  b e g i n n e r s - t h e  1 0 0  l e v e l  a n d  2 0 0  ] e v e  l s  
s t u d e n t s .  T h e  3 0 0  l e v e l s  s t u d e n t s  a r e  n o t  l e f t  o u t .  
T h e  o r g a n i z a t i o n  o f  m a t e r i a l  i n  t h i s  b o o k  h a s  b e e n  i n f l u e n c e d  b y  t h e  n e e d  
o f  t h e  i n t r o d u c t o r y  a c c o u n t i n g  c o u r s e s  t o  s e r v e  t h e  d i v e r s e  i n t c l ' e s t s  o f  
b o t h  a c c o u n t i n g  m a j o r s  a n d  n o n - m a j o r s .  \ V e  b e l i e v e d  t h a t .  t h e  b a s i c  
r e c o r d i n g  i s  a n  i m p o r t a n t  e d u c a t i o n a l  t o o l  t h a t  s h o u l d  b e  l e a r n e d  b y  e a c h  
s t u d e n t .  T h u s  t h e  d e b i t i n g  a n d  c r e d i t i n g  p r o c e d u r e s  a r e  e x p l a i n e d  a t  t h e  
e a r l y  p o i n t  o f  t h e  t e x t .  
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We see nothing to be gained, and nothing to be lost, by not teaching debits 
and credits to students beginning accounting. ~he basic logic of the debt-
credit process is an elegant and logically consistent as anything that the 
business students will encounter in other courses. In addition the use of 
debits and credits actually simplifies the explanation of entries through 
out the book. 
Having introduced the debiting-crediting process we then expand the 
students ability to apply these basic concepts to a wide range of different 
financial transactions. 
Throughout this book is an implication that there is a right way to record 
financial transactions and that the method of accounting does not make a 
difference to the users of the accounting records that involve. The reader 
is introduced starting in chapter one. to the challenging issues of 
accounting theory, my book on Miles-stone In Accounting Theory: 
Evolution To Revolution refers. Consideration of these issues should 
helps SUbtain the interest of the students in accounting while at tlw same 
time laying a strong foundation to support further study in the an~a of the 
intermediate and advanced levels. 
Mukoro,D.O 
Covenant University, Ota 
Accounting Department . 
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I N T R O D U C T I O N  
h a l  
i n t  
T h e  m a i n  p u r p o s e  o f  t h i s  b o o k  i s  t o  p r o v i d e  f i r s t - y e a r  a c c o u n t i n g ,  b u s i n e s s  s t a  
s t u d i e s  a n d  m a n a g e m e n t  s t u d e n t s  w i t h  a  s t r a i g h t f o r w a r d ,  l o g i c a l  g u i d e  t o  t h e  
' m y s t e r y '  o f  d o u b l e  e n t r y  1 e c o r d i n g  w h i c h  h a s  b e c o m e  s e c o n d  n a t u r e  t o  A s  
p r o f e s s i o n a l  n c c o u n t a n t s .  T h e  b o o k  i s  a l s o  d e d i c a t e d  t o  t h e  f o u r  c e n t r a l  t h e m e s '  a n  
w h i c h  t h e  C E  I m s m e s s  E d u c a t i o n  C o u n c i l  ( B E C )  h a s  i d e n t i f i e d  a s  n e c e s s a r y  f o r  a c e <  
a l l  p e o p l e ,  t h e  a l H l i t y  t o  e x p r e s · s  o n e s e l f  c l e a r l y ,  a n d  f a m i l i a r i t y  \ Y i t h  a n a l y t i c a l  i  c o n ·  
t e c h n i q u e s .  '  e n c •  
A c c o u n t i n g  n H : t h o d  i s  a n  i m p o r t a n t  a n a l y t i c a l  t e c h m q u e  a n d  a  m a s t e r y  o f  t h e  I  T h e  
t e x t  a n d  i l l u s t r a t i o n s  w i l l ,  i t  i s  h o p e ,  f i l l  t h e  g a p  l e f t  b y  t h e  o m i s s i o n  o f  a n y  
d e t m l e d  e x p o s i t i o n  f r o m  m a n y  o f  t h e  o t h e r w i s e  c o m p r e h e n s i v e  t e x t b o o k s  
w n t t e n  i n  r C ' c e n t  y e a r s  b y  B r i t i s h ,  A m e n c a n  a n d  C o m m o n w e a l t h  a c a d e m i c  
a c c o u n t a n t s .  
D o u b l e  - e n t r y ,  \ \ ' h i c h  i s  a t  t h e  c o r e  o f  t h e  a c c o u n t i n g  p r o c e s s  i n  p r a c t i c e .  m a y  
h a v e  b e e n  p b y e d  d o w n  n  t h e  i n t e r e s t s  o f  t h e  a t t a i n m e n t  o f  a c a d e m i c  
r e s p e c t a b i l i t y  f o r  a c c o u n t i n g  l i t e r a t u r e .  U n f o r t u n a t e l y ,  t h e  f a i l u r e  t o  o b t a i n  
t h o r o u g h  g r a s p  o f  t h e  m e t h o d  a t  a n  e a r l y  s t a g e  c a n  b e  a  c o n s t a n t  s o u r c e  o f  
d i s s n l i s f n c t i o n  a n d  i r r i t a t i o n  t h r o u g h o u t  t h e  r e s t  o f  t h e  a c c o u n t i n g  c o u r s e .  s i n c e  
a p p h c a t w n s  a r e  a p t  t o  c r o p  u p  a l l  t o o  f r e q u e n t l y  a n d  u n e x p e c t e d l y  i n  l a t e r  m o r e  
a d v a n c e d  " o r k .  l t  i s  a l s o  e v i d e n t  t h a t  m o s t  e m p l o y e r s  a n d  o t h e r  i n t e r e s t e d  
o u t s i d e r s  e x p e c t  a n  a c c o u n t i n g  c o u r s e  o f  a n y  r e a s o n a b l e  l e n g t h  t o  b e s t o w  a  f a i r  
c o m p e t e n c e  i n  t h e  h a n d l i n g  o f  a c c o u n t i n g  d a t a .  
T h i s  i s  n o t  t o  a s s e r t  t h a t  t h e  s u b j e c t  s h o u l d  n o t  b e  v i e w e d  c o n c e p t u a l l y ;  r a t h e r  
t h a t  i t  i s  n e c e s s a r y ,  e i t h e r  b e f o r e ,  a f t e r ,  o r  ( p e r h a p s  p r e f e r a b l y )  s i d e - b y - s i d e  
w i t h  t h e o r e t i c a l  s t u d y ,  t o  p r o v i d e  a  t h o r o u g h - g o i n g ,  y e t  c o n c i s e  a n d  u n f u s s y  
t o u r  o f  t h e  a c c o u n t a n t ' s  t r a d i t i o n a l  ' b o x  o f  t o o l s ' .  W i t h o u t  a n  e a s y  f a m i l i a r i t y  
w i t h  t h e  b a s i c  t e c h n i q u e  o n e  o f t e n  e x p e r i e n c e s  g r e a t  d i f f i c u l t y  w i t h  t h e  l a t e r  
w o r k  o n  s t o c k  p r o b l e m ,  g r o u p  a c c o u n t ,  r e p l a c e m e n t  c o s t  a c c o u n t i n g ,  i n t e r n a l  
c o n l r o l  s y s t e m  t a x a t i o n ,  b r a n c h ,  h i r e  p u r c h a s e  a n d  t r u s t  a c c o u n t s ,  a n d  i n  
m<~nngcmcnt a c c o u n t i n g  w h i c h  h a s  a  m o s t  i m p o r t a n t  p l a c e  i n  a  b u s i n e s s  
' t U d l C S  C O U l ' S f '  
A  p e r s o n a l i z e d  l e d g e r  a p p r o a c h ,  w h i c h  i s  r e l a t e d  t o  r e s p o n s i b i l i t y  a c c o u n t i n g  
a n d  t o  t h e  s y s t e m s  a p p r o a c h ,  h a s  b e e n  p r e f e r r e d  t o  t h e  B a l a n c e  S h e e t  ( f i n a n c i a l  
s L l l t ' m P n t  t  t · • · o p r i c t o r s h j p )  G P J I I · o a c h ,  a l t h o u g h  i t  i s  c o n C ' e d N l  t h a t  t h e  l n t t c r  
a p p r o : 1 c h  c : t n  , d s o  l e a d  t o  a  s u f f i c i e n t l y  p r o f o u n d  und<KDr"ta11rlin~ i f  t h e  
V l  
;iness 
to the 
tre to 
emes' 
ry for 
ytical 
)[ the 
f any 
)Ooks 
lemic 
may 
!ernie 
btnin 
·ce of 
smce 
more 
~sted 
l fair 
tther 
-side 
'ussy 
uity 
.ater 
rnal 
d in 
ness 
ting 
1cial 
ttter 
the 
Vl 
balance sheet approach has, in fact, been employed ear]y in the book to 
introduce the function of reporting ta proprietors and the use of Funds 
statements. 
As far as possible, the same data is used to explain a number of different points 
and the development of a single business followed through seve ral consecutive 
accounting periods. These features are intended to a dd consistency and 
continuity and thus to help motivate newcomers to the accounting scene by 
encouraging them to identify the business and its changing fortunes. 
The key models used in exposition simulate the financial a ffai rs of the Nigeria 
corporate form of business organization, the CAMA. The vital reporting role of 
the accountants is most prominent in the corporate sector and i t is in this area 
that most of the contemporary problems and issues are loca ted. There are 
nearly 700,000 companies registered in the Nigeria and most ent ities with over, 
say 100 employees have adopted this legal form. Such system which includes, 
e.g., a detailed records of movements of goods and cash, and of dealings with 
customers and suppliers. 
The text will yield the reader most benefit if, having checked th1·ough cash 
example with care, his grasp of the material is reinforced by attempting the 
related problem to which a full solution and any necessary commentary is 
furnished at the end of the book Students are advised to discuss with their 
tutors, or with an accountant, any points which are not properly understood. 
.. 
Vll 
, . .  
C h a p t e r  O n e  
C h a p t e r  T w o  
C O N T E N T  
D e d i c a t i o n  
P r e f a c e  
I n t r o d u c t i o n  
U £  
w  
V l  
" T I - I E  R O L E  O F  A C C O U N T . : \ N C Y  I N  I 3 U S T N E S S "  
T H E  A C C O U N T I N G  C Y C L E  9  
S U 1 U \ ' I A H I Z I N G  T H E  C O L L E C T E D  D A T A  
3 8  
C h a p t e r  T h r e e  F I N A N C I A L  C O N T R O L  
7 1  
C h a p t e r  F o u r  B R A N C H  A C C O U N T S  
7 7  
C h a p t e r  F i v e  H I H E  P U R C H A S E  C O N T ' H O L  
8 t j  
C h a p t e r  S i x  I N C O M P L E T E  R E C O R D S  
1 0 1  
C h a p l c r  S e v e n  D I S C L O S U R E  O F  A C C O U N T I N G  P O L I C I E S  ppAm~ 1 2 7  
C h a p t e r  E i g h t  
C h a p t e r  N i n e  
C h a p t e r  T e n  
A C C O U N T I N G  C O N C E P T S  &  C O N V E . \ : T 1 0 N S  1 3 : 2  
T H E  P A R T N E R S H I P  
I N T E R N A T I O N A L  F I N A N C L \ L  R E P O R T I N G  
S T A N D A R D S  ( I F R S S )  
P r a c t i c e  Q u e s t i o n s  &  S o l u t i o n s  P a r t  1  
- ·  P r a c t i c e  Q u e s t i o n s  &  S - o l u t i o n s  P a r t  2  
1 3 4  
1 G O  
1 8 5  
3 0 9  
V l l l  
1 . 0  
1 . 1  
1 . 2  
1 . 3  
This book, and Managerial Accounting: An Introduction, which follows it, make up a two volume sequence that considers the fundamental principles offinancial and managerial accounting. 
The main purpose of this book is to provide first-year accounting, 
business studies and management students with a straightforward, 
logical guide to the 'mystery' of double entry recording which has 
become second nature to professional accountants. 
Double -entry, which is at the core of the accounting process in practice, may have been 
played down in the interests of the attainment of academic respectability for accounting 
literature. Unfortunately, the failure to obtain thorough grasp of the method at an early 
stage can be a constant source of dissatisfaction and irritation throughout the rest bf the 
accounting course, since applications are apt to crop up ·all too frequently and 
unexpectedly in later more advanced work. 
The text will yield the reader most benefit if, having checked through cash example with 
care, his grasp ofthe material is reinforced by attempting the related problem to which a full 
solution and any necessary commentary is furnished at the end of the book Students are 
advised to discuss with their tutors, or with an accountant, any points which are not 
properly understood. 
to Revolution." ._ 
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